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THE CALIFORNIA LARGE ENERGY CONSUMERS ASSOCIATION
ON DRAFT PROPOSALS CONTAINED IN THE
ASSIGNED COMMISSIONER’S RULING
ON DRAFT TIMETABLE AND RATE GUIDANCE AND UPDATING SCHEDULE

I INTRODUCTION

The California Large Energy Consumers Association (“CLECA”) respectfully files its
comments on the January 23, 2008, Assigned Commissioner’s Ruling (“ACR”) of Commissioner
Rachelle B. Chong requesting comments on draft proposals for implementation of dynamic
pricing for Pacific Gas & Electric Company (“PG&E”) and updating the schedule for this
proceeding. The ACR indicated that the draft proposals it contains were prepared based on
previous comments filed by parties to this proceeding and the workshops held on November 5
and 6, 2007. CLECA was an active participant in prior phases of this proceeding, as well as the
above-mentioned workshops, and submitted extensive comments in this phase of the proceeding.
CLECA intends to continue to be active in this docket.

The ACR states that “the primary objective of this phase [of this proceeding] is to create
a year-by-year strategic work plan that will direct PG&E to develop and integrate dynamic
pricing rates into PG&E’s rate design for all customers by 2011. The strategic work plan should
answer three questions:

1.  What types of dynamic pricing tariffs should PG&E offer to its customers?

2. When should PG&E offer each type of dynamic pricing tariffs (sic) to each
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customer class?

3. How should the dynamic pricing tariffs be designed and integrated into PG&E’s
overall rate design?”’'

The ACR presents draft answers to these questions, including a timetable, in
Attachment A. CLECA’s comments on specific issues raised in the ACR follow.

I1. TIMING OF REAL TIME PRICING (“RTP”) TARIFFS

CLECA is generally supportive of the option of RTP tariffs, based on prices in the day-
ahead California Independent System Operator (“CAISO”) market. However, these day-ahead
prices will not be available until the implementation of the CAISO’s Market Redesign and
Technology Update (“MRTU”), which has been delayed several times. Attempts to mimic day-
ahead RTP based on proxies have not been very successful. For example, current real-time
balancing market prices reflect less than five percent of the power being used, and have
demonstrated relatively low prices with spikes related to matters other than overall system
demand. Prices from the 1998-2000 operations of the California Power Exchange (“PX”) reflect
a period when virtually all power that was used was sold into and purchased out of the PX
market. This market had virtually no hedging and was not representative of what the power
market will look like going forward. Furthermore, prices in shoulder months, such as October
and November, may be artificially high. In short, there is no reasonable basis for estimating
what day-ahead RTP will look like in the future. CLECA concurs with PG&E that at least 12-18
months of data in the new market will be needed before participants would have confidence that
the market has sufficiently matured to become truly functional. This means that RTP for tariff

purposes is unlikely to be available until probably 2011 at the earliest.

"ACR at 2.

SFO 403978v1 0086037-000009 2



III. LARGE COMMERCIAL AND INDUSTRIAL (“C&I”’) CUSTOMER RATES

While the workshops and related comments showed that most large C&I customers do
not support Critical Peak Pricing (“CPP”) as a default rate, CLECA believes that it is a viable
rate option for many such customers and should continue to be made available to them on an
ongoing basis. Indeed, there are large C&I customers on this rate option right now. For
example, there are those who have combined this rate option with Auto-DR (technologically
enabled demand response linked to CPP prices communicated on a day-ahead basis), and have
demonstrated significant usage reductions during CPP event periods that benefit themselves and
all other customers. CLECA believes that CPP rates should continue to be an option for large
C&I customers on a voluntary basis.

One attribute of CPP rates that should be reviewed is the duration of the CPP period.
CLECA believes that the preference expressed by San Diego Gas and Electric Company
(“SDG&E”) for a 7-hour CPP period is too long and would constitute a potentially significant
impediment to choice of this rate option by many customers. For commercial customers, a CPP
period of 11 a.m. to 6 p.m. would cover the vast majority of their operating day and extending
CPP rates for this duration could have significant adverse impacts on their operations. A 4-hour
CPP period, in contrast, would allow for pre-cooling and other practices by end users to reduce
their usage on-peak while maintaining operations. The Commission should therefore seriously
consider setting the CPP period at 4 hours, to allow for this mitigation of rate impacts while
allowing desired usage reductions.

CLECA believes that large C&I customers should have a choice of a CPP or RTP rate
option in the future. Indeed, if the Commission supports voluntary dynamic pricing, then current
TOU-type rates should continue to be an option in the future as well. These CPP and RTP rates

should be designed to be revenue neutral rate relative to the TOU rate, that is, collect the same
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amount of revenue from the class or subclass as the otherwise applicable TOU rate. However,
over time, as customers migrate to any of these three rate options, the load characteristics of the
customers that are actually on each of those options should determine the cost to serve those
customers. Therefore, in the future, the various rate schedules may not all be mutually revenue
neutral, but rather reflect the actual cost to serve these different groups of customers.

CLECA is confused by the reference in the text of the ACR to a year of CPP or RTP
default rates, with a subsequent opt-out option to TOU rates “following a one-year period on a

dynamic pricing rate during which bill protection would be in place.”

This appears to be
inconsistent with Attachment A to the ACR which provides for large C&I customers to have a
choice of CPP or RTP with the ability to opt-out to TOU. It is unclear whether the latter refers to
an opt-out only after a year with bill protection, or immediately, as provided for under the
SDG&E rate settlement in A.07-01-047.

CLECA has not generally been supportive of default dynamic pricing rates like CPP or
RTP, with only an option to opt-out to a TOU rate, after a year’s experience with the new rates
and bill protection. In the recent SDG&E General Rate Case (“GRC”) Phase 2 proceeding,
parties pointed out that bill protection coming only at the end of the year can create cash flow
problems for customers who see significant bill increases under default rates during summer
months. Should the Commission choose to move in this direction, some strategy for avoiding
these cash flow problems should be incorporated into any plan to adopt default rates with bill
protection.

Furthermore, any revenue shortfalls that occur as a result of the use of default rates with

bill protection should be kept within the relevant rate classes and not spread to all other

2 ACR at 6.
* SDG&E Phase 2 GRC (filed Jan. 31, 2007).
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customers. Over time any adjustments should be minimized as the load shape of the customers
on a given rate option stabilizes. CLECA is not convinced that the impact of adjustments to
make up revenue shortfalls will result in the kind of substantial migration of customers among
rate options that PG&E fears. However, this matter should be tracked over time to see if such
events actually occur to any significant degree.

IV. DO WHOLESALE MARKET PRICES FOR ENERGY REFLECT THE TOTAL
MARGINAL COST OF GENERATION

Wholesale market prices for energy do not reflect the total marginal cost of generation.
Most generators receive compensation from Resource Adequacy (“RA”) payments for some of
their capacity costs. Furthermore, considerable power is sold under tolling contracts with
combined energy and capacity payments. Unless and until California moves to an energy-only
market, most generators will continue to recover some of their costs in non-energy payments.
Furthermore, if California were to decide to move to a centralized capacity market (“CCM”), a
position CLECA does not support, generators could receive very large amounts of revenue to
recover their costs on a capacity basis, exceeding the capacity costs for existing generators. In
short, while it is true that there are substantial differences of opinion and methodology for
estimating the level of capacity costs not reflected in energy prices, it is abundantly clear that
they are far from zero for the vast majority of generators.

The ACR states that “[o]nce the amount of capacity costs not reflected in energy prices is
estimated, the utilities will have several rate design options to reflect capacity costs including the
following:

e [A] flat adder or a percentage adder that allocates costs across all time periods;

e [A]n on-peak energy cost adder or critical peak price that allocates costs to peak or
critical peak periods;

e [FJixed monthly demand charges; or
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¢ [D]emand charges based on maximum monthly demand during peak periods or
during all time periods.”*

CLECA believes that there will never be general agreement on how best to estimate “the
level of capacity costs not reflected in energy prices” or even the marginal cost of generation
capacity, per se. This issue has been litigated and should continue to be litigated in Phase 2 of
utility GRCs, which traditionally address marginal costs, revenue allocation, and rate design.
CLECA also believes that the recovery of generation capacity costs from customers through
rates should follow the probability of the need for new generation capacity at the margin, both
diurnally and seasonally, which is currently best reflected by loss of load probability, expected
unserved energy, or some similar measure. For this reason, a flat adder is not cost-based and
recovery of such costs through either demand charges, or energy charges, should be cost-based
and vary by season and time of use. If RTP energy rates are to reflect the actual day-ahead
energy prices in the CAISO market, the use of adders to the energy market prices to recover
capacity costs is most likely to confuse the market price signals that the rate design is intended to
send. This is the reason why most, if not all, RTP rate designs include demand charges or are
two-part rates.

V. HEDGING PREMIUM

CLECA agrees that it is premature to address the issue of hedging premiums at this time.

VI. DRAFT TIMETABLE — RESIDENTIAL AND AGRICULTURAL

CLECA does not believe that there is any justification for permitting the residential class
to opt-out to a flat rate after AB 1X rate protections end. Nor does CLECA believe there is any
justification for permitting small and medium agricultural customers to opt-out to flat rates. All

residential and agricultural customers should have a TOU default rate once they have interval

4 ACR at 8.
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meters, just like other groups of customers. The billions of dollars California has invested in
interval meters for residential and small and medium agricultural customers will be of little
benefit if such customers are permitted to simply elect flat rate service. No justification has been
presented as to why residential or small and medium agricultural customers should be permitted
to have rates which provide no information as to how costs vary depending on the season and
time of use. Furthermore, residential customers represent a large portion of the on-peak air
conditioning loads that are driving the need to add capacity to the utility systems. It is important
to communicate costs through proper price signals to residential customers as well as C&I and
agricultural customers.

Respectfully submitted,

By:_/s/ Edward W. O’Neill

Edward W. O’Neill

DAVIS WRIGHT TREMAINE, LLP

505 Montgomery Street, Suite 800

San Francisco, CA 94111-6533

Telephone: (415) 276-6500

Facsimile: (415) 276-6599

E-mail: edwardoneill@dwt.com

Attorneys for California Large Energy Consumers
Association

February 28, 2008
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NAVAL FACILITIES ENGINEERING COMMAND HQ
1322 PATTERSON AVE., SE - BLDG 33
DIVISION

WASHINGTON NAVY YARD, DC
2000

20374-5018

SAMARA MINDEL

REGULATORY AFFAIRS ANALYST
FELLON-MCCORD & ASSOCIATES
9960 CORPORATE CAMPUS DRIVE,
LOUISVILLE, KY 40223

SUITE 2000

MAURICE BRUBAKER
BRUBAKER & ASSOCIATES
PO BOX 412000

1215 FERN RIDGE PARKWAY,
ST. LOUIS, MO 63141

SUITE 208

KEVIN J. SIMONSEN
ENERGY MANAGEMENT SERVICES
646 EAST THIRD AVENUE
DURANGO, CO 81301

CASE ADMINISTRATION

SOUTHERN CALIFORNIA EDISON COMPANY
LAW DEPARTMENT, ROOM 370

2244 WALNUT GROVE AVENUE

ROSEMEAD, CA 91770

RUSSELL G. WORDEN

DIRECTOR

SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVENUE

ROSEMEAD, CA 91770

CAROL MANSON

REGULATORY AFFAIRS

SAN DIEGO GAS & ELECTRIC CO.
8330 CENTURY PARK COURT CP32D
SAN DIEGO, CA 92123

STEPHEN L. CASNER
1454 REVELSTOKE WAY
SUNNYVALE, CA 94087

SFO 403978v1 0086037-000009

RALPH E. DENNIS

DIRECTOR, REGULATORY AFFAIRS
FELLON-MCCORD & ASSOCIATES
CONSTELLATION NEWENERGY-GAS

9960 CORPORATE CAMPUS DRIVE, STE

LOUISVILLE, KY 40223

STEVEN BRAITHWAIT
CA ENERGY CONSULTING
4610 UNIVERSITY AVE.
MADISON, WI 53705

SUITE 700

GREG TROPSA

PRESIDENT

ICE ENERGY, INC.

9351 EASTMAN PARK DRIVE, UNIT B
WINDSOR, CO 80550

FOR: ICE ENERGY, INC.

MARK S. MARTINEZ

SOUTHERN CALIFORNIA EDISON
6060J IRWINDALE AVE., SUITE J
IRWINDALE, CA 91702

JENNIFER SHIGEKAWA

ATTORNEY AT LAW

SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVENUE

ROSEMEAD, CA 91770

CENTRAL FILES

SAN DIEGO GAS AND ELECTRIC COMPANY
101 ASH STREET, CP31E

SAN DIEGO, CA 92101

KATHLEEN H. CORDOVA
SDG&E-SOCALGAS

8300 CENTURY PARK CT - CP31-E
SAN DIEGO, CA 92123-1530

BRUCE FOSTER
VICE PRESIDENT
SOUTHERN CALIFORNIA EDISON COMPANY



HAYLEY GOODSON
ATTORNEY AT LAW
THE UTILITY REFORM NETWORK

711 VAN NESS AVENUE, SUITE 350
RM. 234
SAN FRANCISCO, CA 94102

FOR: THE UTILITY REFORM NETWORK

THERESA BURKE

REGULATORY ANALYSTI

SAN FRANCISCO PUC

1155 MARKET STREET, 4TH FLOOR
SAN FRANCISO, CA 94103

NORA SHERIFF

ATTORNEY AT LAW

ALCANTAR & KAHL, LLP

120 MONTGOMERY STREET, SUITE 2200
SAN FRANCISCO, CA 94104

FOR: ENERGY PRODUCERS AND USERS
COALITION

STEPHEN GEORGE

FREEMAN SULLIVAN & CO.

101 MONTGOMERY ST., 15TH FLOOR
SAN FRANCISC, CA 94104

LARRY NIXON

PACIFIC GAS AND ELECTRIC COMPANY
77 BEALE STREET, MC B1l0A

SAN FRANCISCO, CA 94105

EDITORIAL ASSISTANT
CALIFORNIA ENERGY MARKETS
517-B POTRERO AVE

SAN FRANCISCO, CA 94110

SUE KATELEY

EXECUTIVE DIRECTOR

CALIFORNIA SOLAR ENERGY INDUSTRIES ASSN
PO BOX 782

RIO VISTA, CA 94571

SFO 403978v1 0086037-000009

601 VAN NESS AVENUE, STE. 2040
SAN FRANCISCO, CA 94102

JEANNE M. SOLE

DEPUTY CITY ATTORNEY

CITY AND COUNTY OF SAN FRANCISCO
1 DR. CARLTON B. GOODLETT PLACE,

SAN FRANCISCO, CA 94102

KAREN TERRANOVA

ALCANTAR & KAHL, LLP

120 MONTGOMERY STREET, STE 2200
SAN FRANCISCO, CA 94104

ROSS C. HEMPHILL

FREEMAN SULLIVAN & CO.

101 MONTGOMERY ST., 15TH FLOOR
SAN FRANCISCO, CA 94104

ANGELA TORR

PACIFIC GAS & ELECTRIC COMPANY
77 BEALE STREET, RM. 1058, B10OA
SAN FRANCISCO, CA 94105

RON HELGENS

PACIFIC GAS AND ELECTRIC COMPANY
MAIL CODE B1OA

77 BEALE STREET

SAN FRANCISCO, CA 94105

AHMAD FARUQUI

THE BRATTLE GROUP

353 SACRAMENTO STREET, SUITE 1140
SAN FRANCISCO, CA 94111

WILLIAM H. BOOTH

ATTORNEY AT LAW

LAW OFFICES OF WILLIAM H. BOOTH
67 CARR DRIVE

MORAGA, CA 94596

FOR: CA LARGE ENERGY CONSUMERS
ASSOCIATION



PATRICIA THOMPSON MRW & ASSOCIATES, INC.

SUMMIT BLUE CONSULTING 1814 FRANKLIN STREET, SUITE 720
2920 CAMINO DIABLO, SUITE 210 OAKLAND, CA 94612

WALNUT CREEK, CA 94597

WENDY L. ILLINGWORTH THOMAS S KIMBALL
ECONOMIC INSIGHTS MODESTO IRRIGATION DISTRICT
320 FEATHER LANE 1231 11TH STREET
SANTA CRUZ, CA 95060 MODESTO, CA 95352-4060
BARBARA R. BARKOVICH BILL MARCUS
BARKOVICH & YAP, INC. JBS ENERGY
44810 ROSEWOOD TERRACE 311 D STREET, STE. A
MENDOCINO, CA 95460 WEST SACRAMENTO, CA 95605
RICHARD MCCANN, PH.D DAN GEIS
M. CUBED THE DOLPHIN GROUP
2655 PORTAGE BAY ROAD, SUITE 3 925 L STREET, SUITE 800
DAVIS, CA 95616 SACRAMENTO, CA 95814
FOR: AGRICULTURAL ENERGY CONSUMER'S
ASSOCIATION
DAN L. CARROLL SCOTT BLAISING
DOWNEY BRAND LLP ATTORNEY AT LAW
555 CAPITOL MALL, 10TH FLOOR BRAUN & BLAISING, P.C.
SACRAMENTO, CA 95814 915 L STREET, SUITE 1420

SACRAMENTO, CA 95814

KAREN LINDH ROGER LEVY
CALIFORNIA ONSITE GENERATION LEVY AND ASSOCIATES
7909 WALERGA ROAD, NO. 112, PMB 119 2805 HUNTINGTON ROAD
ANTELOPE, CA 95843 SACRAMENTO, CA 95864

LAURA ROOKE

SR. PROJECT MANAGER
PORTLAND GENERAL ELECTRIC
121 SW SALMON ST.,
PORTLAND, OR 97204

STATE SERVICE

ANDREW CAMPBELL APRIL MULQUEEN

CALIF PUBLIC UTILITIES COMMISSION CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION POLICY & PLANNING DIVISION

ROOM 5203 ROOM 5119

505 VAN NESS AVENUE 505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214 SAN FRANCISCO, CA 94102-3214
BRUCE KANESHIRO CHRISTOPHER R VILLARREAL

SFO 403978v1 0086037-000009



CALIF PUBLIC UTILITIES COMMISSION
ENERGY RESOURCES BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

DAVID K. FUKUTOME
CALIF PUBLIC UTILITIES COMMISSION

DIVISION OF ADMINISTRATIVE LAW JUDGES

PROGRAMS BRA

ROOM 5042

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

DONALD J. LAFRENZ

CALIF PUBLIC UTILITIES COMMISSION
RATEMAKING BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

JACK FULCHER

CALIF PUBLIC UTILITIES COMMISSION
RATEMAKING BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

NILGUN ATAMTURK

CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION

PROGRAMS BRA

ROOM 5303

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

ROBERT BENJAMIN

CALIF PUBLIC UTILITIES COMMISSION
ENERGY RESOURCES BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

RON WETHERALL

ELECTRICITY ANALYSIS OFFICE
CALIFORNIA ENERGY COMMISSION

1516 9TH STREET MS 20

SACRAMENTO, CA 96814-5512

FOR: CALIFORNIA ENERGY COMMISSION
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CALIF PUBLIC UTILITIES COMMISSION
POLICY & PLANNING DIVISION

ROOM 5119

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

DEXTER E. KHOURY
CALIF PUBLIC UTILITIES COMMISSION
ENERGY PRICING AND CUSTOMER

ROOM 4209
505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3214

FELIX ROBLES

CALIF PUBLIC UTILITIES COMMISSION
RATEMAKING BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MASSIS GALESTAN

CALIF PUBLIC UTILITIES COMMISSION
ENERGY RESOURCES BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

REBECCA TSAI-WEI LEE
CALIF PUBLIC UTILITIES COMMISSION
ENERGY PRICING AND CUSTOMER

ROOM 4209
505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3214

STEVE ROSCOW

CALIF PUBLIC UTILITIES COMMISSION
RATEMAKING BRANCH

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214



